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Dear Mr. Chairman:

As the Commission continues to sift proposals on the "going
forward" regulation of cable programming services, I thought it
might be helpful to summarize the views of Cablevision Systems
Corporation ("Cablevision") and its chairman, Charles F. Dolan,
on these matters.

First, the Commission's pOlicies and rules should encourage
the availability of cable services on an a la carte basis. The
Commission's treatment of packages of unbundled programming
services is critically important to Cablevision and its
subscribers. For more than four years, Cablevision has been
offering many of its subscribers the opportunity to select
"clusters" of programming, such as news services and movie
services, as an alternative to purchasing an entire service tier.
More recently, Cablevision introduced its "Spectrum" service,
offering subscribers the opportunity to select individual
services at $1.95 per month, or "any 4" at $4.95 -- enabling
subscribers to design customized programming packages containing
only the services they want. On Long Island, more than 40% of
subscribers offered Spectrum are now receiving individual
channels or the do-it-yourself package. In Yonkers, New York,
Cablevision's subscribers have the option of purchasing cable
services on an unbundled basis or in customized discount
packages, or continuing to purchase those services in traditional
tiers at a regulated price. For your reference, I have attached
the rate cards for the Yonkers system.
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Cablevision's decision to unbundle program services was not
motivated by regulation; rather, the company began to move in
this direction long before passage of the 1992 Cable Act. Its
decision was prompted by the simple fact that unbundling
significantly expanded consumer choice. By giving its
subscribers greater freedom to design their own program packages,
unbundling enables them to pay only for those services in which
they are most interested.

This enhanced consumer sovereignty has yielded tangible
benefits for Cablevision and its subscribers. It helped diminish
churn, expand penetration, and ensure a closer fit between
programming costs and subscriber demand for services. Even
subscribers who did not purchase any clusters were more satisfied
with the price they paid for their service, knowing they had the
cluster option if they chose.

Second, Cablevision strongly opposes any limitations on the
ability of operators to unbundle existing services or to offer
new services on an a la carte basis. We recognize that the
Commission has raised concerns in a number of cases in which
operators unbundled existing services and then recombined them
into unregulated packages, but a blanket prohibition of
unregulated package discounts would not serve the pUblic
interest. A policy that restricts or discourages discounted
packages of unbundled services will force some subscribers of g
la carte services to pay higher prices or receive fewer services.
To the extent such a policy leads operators to incorporate
unbundled services into a cable programming service tier,
subscribers of that tier would be also forced to pay higher rates
for channels they did not want. Restricting or eliminating
unregulated package discounts could also reinforce a "business as
usual" mentality among some operators that would discourage them
from undertaking the kind of infrastructure upgrades that
facilitate unbundling. All of these outcomes would hurt both
operators and subscribers, and undermine policy objectives
articulated by Congress and the Commission.

Third, sUbjecting discounted packages of a la carte services
to some form of rate regulation would greatly discourage
unbundling and shrink consumer benefits. For instance,
Cablevision's ability to offer the innovative "any 4" or "any 8"
options described above depends upon the Commission's willingness
to continue to permit unregulated package discounts. It would be
impossible to permit subscribers to design their own package of
services if each such package -- dozens or hundreds of them --
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were then treated as a regulated tier of cable programming
services SUbject to rate regulation.

Package discounts are as old as retailing itself. In part,
such discounts reflect a simple economic fact of life: per-unit
service costs decline as volume increases. Therefore, the
retailer shares some of the benefits of those efficiencies with
the customer. The discount also may reflect a reward to the
consumer for increasing the retailer's sales volume.

On the other hand, the subscriber who decides to select only
one or two individual a la carte offerings raises a cable
operator's average per-unit service costs. The higher price for
individual offerings should reflect those higher costs, and the
fact that the subscriber receives the full benefit of the
operator's capital investment in the interdiction or encryption
equipment and other technology necessary to unbundle individual
program channels. The rate for an individual service should also
reflect the value of the greater degree of specialized choice
being offered by the operator. Thus, it should come as no
surprise that the per-channel price of an a la carte offering
varies depending upon whether it is taken on a stand alone basis
or in a package.

Fourth, while the Commission has not explicitly precluded
the offering of unregulated a la carte packages, the lS-point
test for evaluating such offerings articulated in the Second
Order on Reconsideration is too cumbersome and creates too much
uncertainty to serve as a useful guide to operators. We do not
propose eliminating that test. As an alternative, however, we
would propose the creation of two "safe harbors" to govern the
unbundling of existing services and the offering of a la carte
packages. within these safe harbors, "migration" of existing
services would be permitted, and discounted packages of services
would be outside the reach of rate regUlation.

With respect to existing services, unbundling should be
permitted at least to the extent that an operator continues to
offer those services on a regulated tier as well, as Cablevision
does in Yonkers. The operator should also be permitted to
combine those "cloned" services into packages, which would be
exempt from rate regulation, so long as the existing tier of
services remains available under regUlation. The continued
availability of existing tiers of service, with prices
"protected" by regUlation, renders unnecessary any restrictions
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on the packaging or pricing of those services on an a la carte
basis.

Discounted packages of new services offered on an a la carte
basis should be deemed permissible per se and exempt from rate
regulation, at least to the extent that subscribers are given a
reasonable opportunity to create the packages from among a la
carte offerings. As noted above, Cablevision offers subscribers
the option of assemble customized packages (i.e., "any 4,"
"any 8") of individually-available programming services.
Cablevision's plan strikes a balance between the subscriber's
desire to select his or her own package of programming and the
limitations of billing software. Where packaging is done by the
subscriber, sUbject to these parameters, there can be no argument
that the availability of discounted packages undermines the a la
carte nature of the component services.

Fifth, full realization of the benefits of a la carte
offerings is being thwarted by those cable programmers who
continue to insist on carriage agreements that constrain an
operator's ability to unbundle their program channel. A rule
preempting such agreements is essential to empower consumer
choice and reduce upward pressure on cable rates by exposing more
programmers to market forces. At a minimum. those agreements
should be preempted where unbundled services would remain
available to consumers on a regulated tier, such as Yonkers. The
Commission should expressly void programming contracts to the
extent they would prohibit the a la carte "cloning" of services
that the consumer can continue to purchase as part of a tier.

In the absence of such a policy, programmers will continue
to use their market power to force operators to assemble services
in packages dictated by the programmers themselves. SUbscribers,
in turn, will be precluded from purchasing services except as
part of packages constructed by the programmers. In negotiations
between operators and programmers, programmers can and do exploit
the fact that the operator has the only direct commercial
relationship with subscribers. A popular programming service
cannot be removed from a tier over the objections of a relatively
few, well-organized sUbscribers, sometimes encouraged indirectly
by the programmer. In Cablevision's experience, for instance, a
programming service desired by fewer than 20% of all subscribers
was able to generate sufficient political pressure to obtain
carriage on a the most widely purchased tier. Not only does such
an outcome force subscribers to subsidize services they have
little interest in watching, it also undermines the Commission's
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own desire to encourage the consumer choice that unbundling makes
possible. The Commission should not permit the programmers to
frustrate its policies in this fashion and, in effect, to define
the reach of its regulation.

sixth, Congress clearly grasped the pro-consumer benefits of
unbundling, as evidenced by its decision to exempt a la carte
services from regulation. See S. Rep. No. 92, 102d Cong., 1st
Sess. 77 (1991). Nothing in the statute or the legislative
history suggests that Congress intended to deregulate only the
individualized offering of a la carte services. To the contrary,
there is evidence that Congress intended for a la carte services
offered in packages to be exempt from regulation. See H.R. Rep.
No. 628, 102d Cong., 2d Sess. 80 (1992). An effort by the
Commission to assert jurisdiction over these packages is
inconsistent with the letter and spirit of the law and, as a
matter of policy, is unnecessary and counterproductive. The
proposal to assert such jurisdiction but to "forbear" from
engaging in rate regulation would significantly dampen operators'
incentives to unbundle services by raising the possibility of
future rate regulation of packages of a la carte services.
Without assurances that they will be able to experiment with a la
carte offerings in an unregulated environment, many operators
may be reluctant to embark on this course at all.

The Commission has broad authority to prevent "evasions" of
its rate rules by operators who abuse the statutorily-granted
flexibility to offer unregulated packages of a la carte services.
We believe the Commission would err by adopting an across-the­
board policy premised on the notion that such package discounts
inherently conflict with the interests of consumers. If the
Commission feels compelled to adopt some kind of uniform policy
regarding package discounts, in addition to the "safe harbors"
described above, it could devise a formula establishing a
permissible ratio (or range of ratios) between the stand-alone
and the package price of an unbundled program service.

Finally, Cablevision supports the proposal of the National
Cable Television Association to revise the financial incentives
for adding new services to cable programming service tiers.
While Cablevision has no present plans to expand service
offerings on existing tiers, the company agrees that the
incentives adopted by the Commission in the Fourth Report and
Order are inadequate to encourage operators who wish to do so to
expand their tiered offerings.
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Thank you for the chance to discuss these issues. I remain
available to discuss these issues with erUl:~~venience.

Carles D. Ferris

cc: Honorable James H. Quello
Honorable Andrew C. Barrett
Honorable Rachelle B. Chong
Honorable Susan Ness
Mr. Blair Levin
Ms. Meredith Jones
Ms. Kathleen M.H. Wallman
Mr. Ed Hearst
The Secretary, FCC (2 copies)
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<Aplevi3ioo wants :0 keep YQIJ up to dale on Ihe pn;x;Jrarrrlling, sen'ice5 sid rates W(l offer. YQJ11
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U J au_Jibe to l!l premium Mrvlc:e tier. do I have any other rights?
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nays that you intend to do'Nn9rade or terminate ..rvice, you ...,ill be entitled to il refund d, any
prepaid service Charges or installation, upgrade or olher similar one-ti,l1e charges thar you may
have Incurred In connection with YOlir servlce dUrlng the SIX months pnor 10 the change.

\\o'hat If I 'Ubecrlbe to the entry twa of servICe?
II depends. If, for .xlUllpie. WIth... 90 day:. ot your SUbsl.;IIpUo, to Cablevtslon's entry level of
service 8 nl!llwofl( or channel is removed from that S8l'\Iice bIi remains on 1he cable system
and 'Nlttlln 30 days of \tIat cl'1anllQ you adVii& UlO that yeu wan! to upgrado YOllr service, y~
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may alBo reoe~e, for a limited periOd of time. a partial r;redit on ~ur cable biD.

How willi know what my specl6c rights are?
We'll explilir'l lhe splldfit:: crlena to you if and when a
nel'Nori< or channel change occurs.

What are your curnant rata and 88I"Vl<:e&?
Weve included our current rates, &ervices and channel
lireup ill this pamphle1. Please take Ii few mOmEnts to
rAVlAW them. It you halle any qUQlllioos. cell us We'll be
glad 10 answer them.
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PLUS F~MlL y CABLE
t4UOMOtnHLV ~•••

~ FAMltY PLUS 3 ­
$48.95

.. FAMILY PLUS 2-

HOME BOX OFFICE OR
SPOATSCHANNEl OR
MAOISON SQUAFIE GARDeN
PLU$ FAA«. 'r'CAfJ/.E
....MONTHLY

.. FAMilY
PLUS 1

JlAa,YCMLI
autllClM1LY
CA8lEVIIION NEWS
5I'OATBCHANNa AMEFICA
THE WEAMR CHANJEL
THE DIscoveRY CHANNEl.
NIO<ELCXlEON
1JH-11WlED HITS ONE
MTV: MJIIIC TE1.iV18ION

1IIIO.tnCdT 1ASie
"'~7MONT'H"Y

WCIl812)NY
WIIIIC 141 tN
WNYWI51 NY

UFET1ME
ESPN
ARTS I ENTmfAl_NT
THE NASHVILlE NE'TWCfI(
THE FN&YaWHL
CONSUMER NEWS &
BU8WE8S OMNEL
CABLE~ NETWOAK
C-8PAN

...~._----- ._.~---,.~..
WA8C/?INY WX1V~lIPAfEASON

WWO" J8lSE~S WNVC (31) NY
WPIl( 1") NY ON CAaNSION
WN!T (13) NiWARK TB8
WUW (211 PLAItNIIW 80ARD CF IiDUCATION
WVIA '''4' SCIWrTQtj HSC
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Cablevision Channel Directory
2 weBs (2) N" York 23 lMtime

3 Spof1$Channell 24 CNBC
EI Entertainment Tel9ViSion

Archdiocese of NY/Governmenl8l25
4 WNBC (4) ~w York Aocess/Swap N'Shop

5 WNVW lSI New York (FOXl 26 Family Channel/MOO 2

6 Home Box Olrice 27 WTaS (Super Station)

7 WABC 17l New York 28 VH-1

8 Cable News NerwQrk leNN) 29 MT\i

9 WWOR 191 5ecaU<:us (lNO) 30 MSGtCSPAN

10 The Discovery Channell 31 The Disney Channel
Mind ExtltllalOn Univer'$i1y

32 AMC
11 WPIX (111 New York

33 Bravo/Country Music
12 The Wel1her Channll/SlJOl1SCnann,1

AmericaiL.O./Cablevisianews 3<l Th. Movie Channel

13 WNET (13) Newark (PBSI 36 CillElmilx

14 OM cablevision (DirectOfYI H Showtime

15 ESFN 37 Playboy Channell 198)
Public: Ac;oe!iIll,. Arts & En18rtainmenl

38 Aequett I (99)
17 USA NEtwork

31117 HSC (37)
18 The NastlVille Network

4OIi8 WNJU-<17 (96)
11 Board of EducalloM

41 W'XTV-47 195)
20 Tumer NItWOfi( Televilion (TNT)

42 WNYC-31 (38)
21 WLlW·21 PI,lnview

43 PPV Pl'elliew (39)
22 Nickelodeon

·Please nott: for channels 371hrough 43, Ifa subsCriber flas acable reldy set, !hey will aee
1t1.... lUtrviC8'\ On the channel. In I ).

Six Executive Plaza, Vonkers, NY 10701
CustomAr servh~E:l1PayPar VIAW: 814-318-8100

Service & Repair: 814-378-8120

'tI, tile evant Macll80n SQLU1I'e Garde', Network proYidoS more than one C;V(:flt Slmullanooosly.
it will appear on Channel 26.
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Monthly Rate

-_.. ----,-----------

Additional Services:
Fee lor preml,lm eervice on addllional OIiIet
One charge per noys!'?ld
Eqliipment

Non·addressable JRX,col1vtlrttlr_.' .. ,. ----------------
Deluxe remote 8ddresaable Ca1vorter Maturing: VOlume control, mute,

...f~'JO'ite c~.~ seledl«1, Iasl chamal recall and parental control
TOTAL magazire - Aweek\' Pfogam~~ _Ie> ~l9vjsjOO~~_~~~~lline~

A La Carte (Deluxe Remote required):
HBO/ShowtimglTh,~M Channel/Sports Channel/The Disl'leY Channel!
American M0\li8 ClassiclMadiSQ'\ &luar", G:uden Ntllworil/Cinemax
BravoiThe Playboy Channel

_.-- ._--_..-

S 2.00

• 0.88

S 1.66

SUfi

$12.ltS

Pay Per View:
MtWie and spec181 events

PlaybOV At NI<1't - Spm-Sam

Installation Charges:

?rice individually

(PER NIGHT $ UO

Unwired /lome (PLUS TAX) .61.15- --_._,--------.....:..--, -" ..-
P'ewlrlKl home--------------
Addi1ionaI~ at lim. of inlUl natall

, .~dQili<l~ ~~et instajlaOOo 58pwale vip

UogradeiVctlPg

A9locate

(PLUS TAX) $41.11

(PLUS TAXI $30.7t
(PLU5 TAXI 141.19

(PLUSTA.l<1 ••71

IPlUSTAXI $11.11

(PLUS TA><1 $3O.TS

Stand.ret underground instaU8tlon:
Charges for l.fldergroooo instaJaion qUded in adVance, Custom il\MlatOn charge
will be QucKed prior to corrrnencement or work. Deposlls or par1ial advance payments
may :let reQuired lII'Kl llI8 not rell6ldable once work hu commenced. FI,lIf
payment due upon completion WOf1t AI quQttcl

One-Time Charges:
Aeconnedion!of nOn·pav~_ , __ . ..:..IP_L_US_TA_Xl.:..~~_1.

RecctllleCllon charge/trip ch_ge (same cusIorTl&r. salT19 dwellinAt IPLUS !AXI $46.t!

OllfM _MI:
1. AI chalge~ may be SUllllet to $/1111$ lax.
2. Initial selVlCl and programming chll'ges are billed
from date of Installation to lhe end af the cunent
bil~nu pedod.
3. All ,n!ltllillion services, oltllr than the installation
ul lInlltlliil AlB Iwitches. musl ~e performld by
Call1lNillion witII CableWslDn IqIipment AJB switchls
purotlased lID'" sources other thIJl l:aYlllcln, IIld ,II
IllliIaIIallons at AlII swhhlfti, must meet c:abiMIOn'S
ttchnlcal sIaJ'llards.
•• ChaM.I ltIef;lOl'SlConytn"s, w1r.Ie«s hanel-held
remote controls and certain other IQuipment ale the

plDPatty of eatllevislon and must be mumed when
service il chanll'd or dlIc:onllClClld, In !hi av.nt I
channel UlietarJeonvert.r is Iolt Itolen, d'nIllOed,
.SIIOyld or not rtwrntd, C.bllYiliDn will ghllrge
vour ac;c;o~nt Up to $200 for each COIl'lll'ler and up
to SSo tOl' each wi'el1t$ hand-hekt remote Control.
5. An adlfI (18 VMtS ct 1I1d8r) nwnIlIr rI nOU~oId
must bo prlSe"t during installatIOn and s,rY!ce
apporl1ll1ents.
I. Cal)lroIision reserves the rIgIIt to Institute different
rates andler lerms and condlliollS Of S.rviCI fOI
plOmoaonal PUrpoSll5.


